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CONFIDENTIAL JAKARTA 10955 

E.O. 11652: GDS 
TAGS: ENRG, ID 

SUBJECT: GOI-STANVAC SITUATION 

1 . ALTHOUGH IT HAS BEEN WIDELY ASSUMED BY PRESS AND OIL 
PATCH THAT STANVAC HAD AGREED TO PAY GOI ADDITIONAL $1.00 
PER EACH BARREL LIFTED AS DID CALTEX ON APRIL 15. COMPANY 
REPORTS IT STILL DOES NOT HAVE WRITTEN AGREEMENT. STANVAC 
RESIDENT REP REPORTS COMPANY HAD MEETING ON AUGUST 5 WITH 
MINES MIN SADLI TO DISCUSS STANVAC'S SITUATION. SADLI REIT- 
ERATED GOI'S WISH TO HAVE COMPANY PAY ON SAME BASIS AS 
CALTEX BUT IMPLIED GOI WOULD BE WILLING TO MAKE ADJUST- 
MENTS BECAUSE OF STANVAC’S "SPECIAL SITUATION", I.E. 

DECLINING PRODUCTION, LARGE NUMBER OF INDONESIAN STAFF WHO 
WOULD BECOME UNEMPLOYED IN EVENT OF ANY PENDING CUTBACK. 
ETC. 

2. STANVAC INDICATED COMPANY, AS EXPRESSION ITS WILLINGNESS 
TO COOPERATE, COULD AGREE TO PAY ADDITIONAL DOLLAR, PROVIDED 
GOI WOULD BE PREPARED GRANT SPECIAL CONCESSIONS, I.E. PERHAPS 
DISCOUNTS ON FUTURE OIL PRODUCED BY EXPENSIVE SECONDARY 
RECOVERY OR ON MARKETING CRUDE AS IN CALTEX CASE. 
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3. ACCORDING TO STANVAC REP, POSITION OF SADLI WAS, 

"PAY NOW, TALK LATER.” MINISTER ADMITTED HE WAS 

UNDER GREAT PRESSURE FROM MANY IN GOI, REPORTEDLY INCLUDING 
FINANCE MINISTER ALI WARDHANA, TO WRAP UP AGREEMENT AND HAD VERY 
LITTLE FLEXIBILITY TO NEGOTIATE. HE COULD ONLY INDICATE 
ORALLY THAT, IN RETURN FOR ADDITIONAL PAYMENT, GOI 
WOULD HOLD ADDITIONAL DISCUSSIONS WITH STANVAC ON 
ACTUAL IMPLEMENTATION. 

4. SENSING THAT THEIR OPTIONS AT THAT POINT WERE RATHER 
LIMITED, STANVAC RELUCTANTLY AGREED TO MAKE PAYMENTS ON 
RETROACTIVE BASIS TO JANUARY 1, 1976. THESE PAYMENTS 

FOR FIRST TWO QUARTERS WILL AMOUNT TO ABOUT $6.6 MILLION. 
SHAREHOLDERS (EXXON AND MOBIL) WERE ADVISED OF STANVAC'S 
SITUATION AND CONCURRED; PAYMENTS WERE EFFECTIVE AS OF 
AUGUST 9. COMPANY HOPES TO RENEW DISCUSSIONS NEXT WEEK 
BUT THIS MAY BE DIFFICULT GIVEN EXPECTED ABSENCE OF 
MANY, INCLUDING SADLI, FROM JAKARTA. 
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